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Mayor and City Council 
City of Seattle 
Seattle, Washington  

Report on Financial Statements 
Please find attached our report on the City of Seattle’s financial statements. 

We are issuing this report in order to provide information on the City’s financial condition. 

Sincerely, 

 
 
JAN M. JUTTE, CPA, CGFM 

ACTING STATE AUDITOR 

OLYMPIA, WA 
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES 

City of Seattle 
King County 

January 1, 2014 through December 31, 2014 

 
2014-001 The Seattle City Employees’ Retirement System does not have 

adequate internal controls in its accounting, which caused delays 
in its annual financial statement preparation. 

Background 
It is the responsibility of City management to design and follow internal controls 
that provide reasonable assurance regarding the reliability of financial reporting.  
A certified public accounting firm audited the fund financial statements of the 
Seattle City Employees’ Retirement System and provided its report to our Office. 
In accordance with auditing standards, we are responsible for reporting internal 
control deficiencies that affect the City’s financial reporting. 

In 2013 the certified public accounting firm reported the same significant 
deficiency and our Office reported the same issue as a finding. 

Description of Condition 
The certified public accounting firm’s audit identified the following significant 
deficiency in internal controls over financial reporting: 

Account Reconciliations 

During the year, the general ledger accounts were not analyzed and reconciled 
with subsidiary information on a monthly basis. These monthly reconciliations, 
together with the posting of correcting journal entries, help ensure timely and 
accurate interim financial information that can be used to monitor and control 
operations. In addition, timely reconciliation of accounts is most cost efficient 
because reconciliation at a later date is often more difficult and time-consuming. 

Cause of Condition 
City did not make timely account reconciliations of the Seattle City Employees’ 
Retirement System a priority. 
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Effect of Condition 
Timely reconciliations of general ledger accounts were not performed throughout 
the year. Further, untimely reconciliations caused a delay in preparing the 
financial statements. 

Recommendation 
The certified public accounting firm recommended the City adopt procedures to 
ensure that the monthly analysis of general ledger accounts becomes a routine 
procedure.  A key accounting system goal should be to provide timely, accurate 
financial information for management. 

City’s Response 
As part of the 2014 yearend process, the Seattle City Employees’ Retirement 
System (SCERS) worked with the City’s Citywide Accounting unit to reconcile 
SCERS’ General Ledger with the Bank of New York’s (BNY) investment 
summaries. This involved creating new accounts in the City’s financial system to 
allow for clearer alignment and reconciliation with BNY. In 2015, SCERS will 
begin reconciling with BNY’s investment summaries on a monthly basis. While 
there will still need to be journal entries as part of the yearend process, preparing 
monthly reconciliations will allow SCERS, and the City, to reflect information 
that is more accurate and timely. 

Auditor’s Remarks 
We appreciate the City’s commitment to resolve the identified condition and 
thank City personnel for their cooperation and assistance during the audit. 

Applicable Laws and Regulations 
Government Auditing Standards, December 2011 Revision, paragraph 4.23 states: 

4.23 When performing GAGAS financial audits, auditors should 
communicate in the report on internal control over financial 
reporting and compliance, based upon the work performed, (1) 
significant deficiencies and material weaknesses in internal 
control; (2) instances of fraud and noncompliance with provisions 
of laws or regulations that have a material effect on the audit and 
any other instances that warrant the attention of those charged with 
governance; (3) noncompliance with provisions of contracts or 
grant agreements that has a material effect on the audit; and (4) 
abuse that has a material effect on the audit. 
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The American Institute of Certified Public Accountants defines significant 
deficiencies and material weaknesses in its Codification of Statements on Auditing 
Standards, section 265, as follows: 

.07 For purposes of generally accepted auditing standards, the 
following terms have the meanings attributed as follows: 

Material weakness. A deficiency, or a combination of 
deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatement of the 
entity's financial statements will not be prevented, or 
detected and corrected, on a timely basis. 

Significant deficiency. A deficiency, or a combination of 
deficiencies, in internal control that is less severe than a 
material weakness yet important enough to merit attention 
by those charged with governance. 
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES 

City of Seattle 
King County 

January 1, 2014 through December 31, 2014 

 
2014-002 The City’s internal controls over financial reporting are not 

adequate to ensure the financial statements are accurate and 
complete. 

Background 
It is the responsibility of City management to design, implement and maintain 
internal controls to ensure financial statements are fairly presented and provide 
reasonable assurance regarding the reliability of financial reporting.   Our audit 
identified a significant deficiency in internal controls over financial statement 
reporting that affected the City’s ability to produce reliable financial statements. 

Governmental Auditing Standards, prescribed by the Comptroller General of the 
United States, require the auditor to communicate significant deficiencies, defined 
in the Applicable Laws and Regulations section below, as a finding. 

Description of Condition 
Our audit identified deficiencies in internal controls over financial reporting that 
represent a significant deficiency: 

Year-end financial statement preparation 

• Although the City has a process for reviewing journal entries, the financial 
statements and schedules, these reviews were not effective in ensuring the 
financial statements and schedules were accurate in all respects.  

Capital Assets 

• Capital assets were not reviewed to ensure all retired assets were removed 
from its accounting system. 

• The depreciation calculation did not clearly distinguish between individual 
costs added throughout the years and life spans for newly constructed and 
demolished buildings. Instead, the value of the new asset was added to the 
book value of the old assets. 
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• Departments were not consistently using the same method when 
determining the proper life span. 

Business Taxes 

• Citywide Accounting used its general ledger to prepare the financial 
statements; however, it did not reconcile this revenue to its general ledger 
to ensure accurate financial reporting.   Further the City only reconciled its 
business tax revenue to receipts for three of the 12 months.    

Expenditures 

• City departments did not consistently follow guidance provided by 
Citywide Accounting to accrue expenditures in the proper accounting 
period and ensure expenditures were classified correctly.  

• Citywide Accounting did not reconcile the expenditures reported at the 
department level to ensure they were properly classified on City’s 
financial statements within the other governmental funds.   

• Although the Police Department reviewed its expenditures before posting 
them to City’s accounting system, it did not review the expenditures to 
ensure they were posted correctly on a monthly basis.  Further, we noted 
the Parks Department and Human Service Department retained no 
documentation of their monthly reviews.   

Cause of Condition 
The City's operations are highly decentralized, and internal controls vary greatly 
from department to department.  The City lacks adequate central monitoring 
controls to ensure departments are consistently applying the same accounting 
treatment for an account balance.  Further, departments lack adequate controls to 
ensure accurate financial reporting.   

In addition, the City did not perform an effective review to ensure the financial 
statements were accurately prepared and presented.   

Effect of Condition 
We identified the following errors during our audit of the City’s financial 
statements: 

• Health and Human Services expenditures were overstated by 
$72.7 million. The Economic Environment and General Government 
expenditures were understated by the same amount.   The City 
subsequently corrected these errors. 
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• Due From Other Governments were understated by $1.49 million.  In 
2013 the City also understated the same account by $1.3 million.  As a 
result, the net effect is an understatement of $136,014. 

• The restricted fund balance reported in the Low Income Housing Fund is 
understated by $4.7 million.  The committed fund balance is overstated by 
the same amount. 

• The Water Fund was not disclosed as a major proprietary fund in the 
Notes to the Financial Statements.   

• The likely understatement for Accumulated Depreciation for Building and 
Improvements is approximately $2 million, which caused Building and 
Improvements to be overstated on the Statement of Net Position by the 
same amount.  Current Depreciation expenses were also understated by 
the same amount    

• Two demolished assets totaling $112,068 were reported in the Building 
and Improvement Fund. The projected likely overstatement of the 
Building and Improvement fund is approximately $3.5 million.   

• Intangible assets were understated by $400,000 for a building use 
easement. 

• Subsequent to our review, the City reconciled its business tax revenue to 
receipts for the remaining nine months of 2014.  As a result, the City 
identified an error understating the business tax by $1 million.   

• Business taxes and excise taxes were understated by $35.6 million and 
$7.6 million respectively.  The other taxes were overstated by 
$43.3 million.  These errors were subsequently corrected. 

• General Fund General Government expenditures were understated by 
$7,788.  The likely understatement is $421,985.    

In addition, we identified less significant errors in the financial statements and 
notes to the financial statements that we reported to management during the audit.  

Recommendation 
We recommend the City establish controls to ensure:  

• Departments have controls in place to ensure consistent accounting 
treatment for the same account balance and the reported financial 
statement balances are valid, accurate, complete and adequately supported.  
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• Trainings are provided to department staff responsible for financial 
reporting to ensure Citywide accounting policies and procedures are 
followed. 

• A detailed review process of the financial statements is established for 
accurate preparation and reporting of the City’s financial statements.  

City’s Response 
The City would like to thank the State Auditor’s Office for their detailed 
conclusions, open dialogue and communications throughout the audit cycle.  The 
City’s ongoing efforts to improve our control environment only benefit from our 
working relationship with the State Auditor’s Office.    

The City’s financial reporting team provided to the Auditor’s staff more timely 
and sophisticated information about the City’s 2014 performance than has been 
provided in the recent past.   Over the 2013 and 2014 reporting cycles, the 
reporting team’s efforts to realign assignments, upgrade our production reporting 
tools, and redefine and add year-end financial reporting processes created 
several efficiency benefits.  These benefits came at a cost in that standard controls 
failed to keep pace with the accelerated timing of production.   The delayed 
timing of controls led to issues where draft financials submitted to the Auditor’s 
staff included errors in presentation and completeness that our controls failed to 
detect.   However, we believe the errors identified during the audit are immaterial 
to 2014’s financial statement presentation.    

The City recognizes the importance of addressing concerns noted in the Auditor’s 
finding and will make every effort to strengthen and resolve these internal 
controls issues before the next reporting cycle.     

Auditor’s Remarks 
We thank the City for its cooperation and assistance during the audit. We will 
review the status of these issues during our next audit. 

Applicable Laws and Regulations 
Government Auditing Standards, December 2011 Revision, paragraph 4.23 states:  

4.23 When performing GAGAS financial audits, auditors should 
communicate in the report on internal control over financial 
reporting and compliance, based upon the work performed, (1) 
significant deficiencies and material weaknesses in internal 
control; (2) instances of fraud and noncompliance with provisions 
of laws or regulations that have a material effect on the audit and 
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any other instances that warrant the attention of those charged with 
governance; (3) noncompliance with provisions of contracts or 
grant agreements that has a material effect on the audit; and (4) 
abuse that has a material effect on the audit.  

The American Institute of Certified Public Accountants defines material 
weaknesses and significant deficiencies in its Codification of Statements on 
Auditing Standards, Section 265 as follows:  

.07 For purposes of generally accepted auditing standards, the 
following terms have the meanings attributed as follows:  

Material weakness. A deficiency, or a combination of 
deficiencies, in internal control, such that there is a 
reasonable possibility that a material misstatement of the 
entity's financial statements will not be prevented, or 
detected and corrected, on a timely basis.  

Significant deficiency. A deficiency, or a combination of 
deficiencies, in internal control that is less severe than a 
material weakness yet important enough to merit attention 
by those charged with governance. 
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STATUS OF PRIOR AUDIT FINDINGS 

City of Seattle 
King County 

January 1, 2014 through December 31, 2014 

 
This schedule presents the status of findings reported in prior audit periods.  The status listed 
below is the representation of the City of Seattle.  The State Auditor’s Office has reviewed the 
status as presented by the City. 
 
Audit Period: 
January 1, 2013 through December 31, 2013 

Report Ref. No.: 
1012218 

Finding Ref. No.: 
1 

Finding Caption: 
The Seattle City Employees’ Retirement System does not have adequate internal controls in its 
accounting which caused delays in its annual financial statement preparation. 
Background: 
The certified public accounting firm’s audit identified the following significant deficiency in 
internal controls over financial reporting:    
 
Account Reconciliations 
During the year, the general ledger accounts were not analyzed and reconciled with subsidiary 
information on a monthly basis.  These monthly reconciliations, together with the posting of 
correcting journal entries, help ensure timely and accurate interim financial information that can 
be used to monitor and control operations.  In addition, timely reconciliation of accounts is 
most cost efficient since reconciliation at a later date is often more difficult and time 
consuming. 
 
The certified public accounting firm recommended the City establish and follow appropriate 
routine internal controls to analyze general ledger accounts on a monthly basis. 
Status of Corrective Action: (check one) 
 Fully Corrected  Partially Corrected  X  No Corrective Action Taken  Finding is considered no longer valid 

Corrective Action Taken: 
As part of the 2014 yearend process, SCERS worked with the City’s Citywide Accounting unit 
to reconcile SCERS’ General Ledger with the Bank of New York’s (BNY) investment 
summaries. This involved creating new accounts in the City’s financial system to allow for 
clearer alignment and reconciliation with BNY. In 2015, SCERS will begin reconciling with 
BNY’s investment summaries on a monthly basis. While there will still need to be journal 
entries as part of the yearend process, preparing monthly reconciliations will allow SCERS, 
and the City, to reflect information that is more accurate and timely. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 
 

City of Seattle 
King County 

January 1, 2014 through December 31, 2014 
 

Mayor and City Council 
City of Seattle 
Seattle, Washington 

We have audited, in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the business-type activities, each major fund and the aggregate 
discretely presented component units and remaining fund information of the City of Seattle, King 
County, Washington, as of and for the year ended December 31, 2014, and the related notes to 
the financial statements, which collectively comprise the City’s basic financial statements, and 
have issued our report thereon dated June 29, 2015.   

Our report includes a reference to other auditors who audited the financial statements of the 
Light, Water, Drainage and Wastewater, and Solid Waste funds and the Seattle City Employees’ 
Retirement System, as described in our report on the City’s financial statements. This report 
includes our consideration of the results of the other auditor’s testing of internal control over 
financial reporting and compliance and other matters that are reported on separately by those 
other auditors. However, this report, insofar as it relates to the results of the other auditors, is 
based solely on the reports of the other auditors. The financial statements of the Water, Drainage 
and Wastewater, and Solid Waste funds and the Seattle City Employees’ Retirement System 
were not audited in accordance with Government Auditing Standards and accordingly this report 
does not include reporting on internal control over financial reporting or instances of reportable 
noncompliance associated with the Water, Drainage and Wastewater, and Solid Waste funds and 
the Seattle City Employees Retirement System. 

The prior year comparative information has been derived from the City's 2013 basic financial 
statements, on which we issued our report dated June 26, 2014. 

As discussed in Note 1 to the financial statements, during the year ended December 31, 2014, the 
City implemented Governmental Accounting Standards Board Statement No. 67, Financial 
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Reporting for Pension Plans – an amendment of GASB Statement No. 25, Statement No. 69, 
Government Combinations and Disposals of Government Operations and Statement No. 70, 
Nonexchange Financial Guarantees. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 
In planning and performing our audit of the financial statements, we considered the City’s 
internal control over financial reporting (internal control) to determine the audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s 
internal control.  Accordingly, we do not express an opinion on the effectiveness of the City’s 
internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis.  A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of City's financial statements will not be prevented, or 
detected and corrected on a timely basis.  A significant deficiency is a deficiency, or a 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified.  Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. We 
did identify certain deficiencies in internal control, described in the accompanying Schedule of 
Audit Findings and Responses as Findings 2014-001 and 2014-002 that we consider to be 
significant deficiencies. 

 

COMPLIANCE AND OTHER MATTERS 
As part of obtaining reasonable assurance about whether the City’s financial statements are free 
from material misstatement, we performed tests of the City’s compliance with certain provisions 
of laws, regulations, contracts and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts.  However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. 
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The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 

 

CITY’S REPONSE TO FINDINGS 
The City’s response to the findings identified in our audit is described in the accompanying 
Schedule of Audit Findings and Responses.  The City’s response was not subjected to the 
auditing procedures applied in the audit of the financial statements and, accordingly, we express 
no opinion on the response. 

 

PURPOSE OF THIS REPORT 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the City’s internal control or on compliance.  This report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering the City’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose.  However, 
this report is a matter of public record and its distribution is not limited.  It also serves to 
disseminate information to the public as a reporting tool to help citizens assess government 
operations. 

 
 
JAN M. JUTTE, CPA, CGFM 

ACTING STATE AUDITOR 

OLYMPIA, WA 

 

June 29, 2015 
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INDEPENDENT AUDITOR’S REPORT ON 
FINANCIAL STATEMENTS 

 
City of Seattle 
King County 

January 1, 2014 through December 31, 2014 
 

Mayor and City Council 
City of Seattle 
Seattle, Washington 

REPORT ON THE FINANCIAL STATEMENTS 
We have audited the accompanying financial statements of the governmental activities, the 
business-type activities, each major fund and the aggregate discretely presented component units 
and remaining fund information of the City of Seattle, King County, Washington, as of and for 
the year ended December 31, 2014, and the related notes to the financial statements, which 
collectively comprise the City’s basic financial statements as listed on page 20.  

  

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

 

Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We did 
not audit the financial statements of: 

• The Light Fund, Water Fund, Drainage and Wastewater Fund, and Solid Waste Fund, 
which are major funds that collectively represent 99 percent, 99 percent, and 97 percent, 
respectively, of the assets and deferred outflows, net position, and revenues of the 
business-type activities. 

• The Seattle City Employees’ Retirement System, which represents 64 percent, 75 
percent, and 22 percent, respectively, of the assets and deferred outflows, net position, 
and revenues of the aggregate discretely presented component units and remaining fund 
information. 

 
 
Washington State Auditor's Office

____________________________________________________________________________________________________________________  
 

Page 16



 

 

 

Those financial statements were audited by other auditors whose reports thereon have been 
furnished to us, and our opinions, insofar as they relate to the amounts included for the Light, 
Water, Drainage and Wastewater, and Solid Waste funds and the Seattle City Employees’ 
Retirement System are based solely on the reports of the other auditors.  We conducted our audit 
in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States.  Those standards require that we plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement.  The financial statements of the Water, Drainage and Wastewater, and 
Solid Waste funds and the Seattle City Employees’ Retirement System were not audited in 
accordance with Government Auditing Standards. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error.  In making those risk assessments, the auditor 
considers internal control relevant to the City’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the City’s internal control.  
Accordingly, we express no such opinion.  An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 

 

Opinion 

In our opinion, based on our audit and the reports of other auditors, the financial statements 
referred to above present fairly, in all material respects, the respective financial position of the 
governmental activities, the business-type activities, each major fund and the aggregate 
discretely presented component units and remaining fund information of the City of Seattle, as of 
December 31, 2014, and the respective changes in financial position and, where applicable, cash 
flows thereof for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 

 

Matters of Emphasis 

As discussed in Note 1 to the financial statements, in 2014, the City adopted new accounting 
guidance, Governmental Accounting Standards Board Statement No. 67, Financial Reporting for 
Pension Plans – an amendment of GASB Statement No. 25, Statement No. 69, Government 
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Combinations and Disposals of Government Operations and Statement No. 70, Nonexchange 
Financial Guarantees.  Our opinion is not modified with respect to this matter. 

 

Other Matters 

Report on Summarized Comparative Information 
The financial statements include partial prior year comparative information.  Such information 
does not include all of the information required for a presentation in conformity with accounting 
principles generally accepted in the United States of America. Accordingly, such information 
should be read in conjunction with the City’s financial statements for the year ended 
December 31, 2013, from which such partial information was derived. 

We and other auditors have previously audited the City’s 2013 financial statements and, based 
on our audit and the reports of the other auditors, we expressed unmodified opinions on the 
respective financial statements of the governmental activities, business-type activities, each 
major fund, and the aggregately discretely presented component units and remaining fund 
information in our report dated June 26, 2014. In our opinion, the summarized comparative 
information for the governmental activities and governmental funds presented herein as of and 
for the year ended December 31, 2013, is consistent, in all material respects, with the audited 
financial statements from which it has been derived. 

 

Required Supplementary Information 
Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 21 through 41, budgetary comparison 
information on pages 158 through 160 and pension trust fund information on pages 161 through 
162 be presented to supplement the basic financial statements.  Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards 
Board who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic or historical context.  We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management’s responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance.  
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Supplementary and Other Information 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise City’s basic financial statements. The accompanying Schedule of  
Expenditures of Federal Awards is presented for purposes of additional analysis as required by 
U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, 
and Non-Profit Organizations. This schedule is not a required part of the basic financial 
statements. Such information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the financial 
statements. The information has been subjected to the auditing procedures applied in the audit of 
the basic financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to 
prepare the basic financial statements or to the basic financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the information is fairly stated, in all material respects, in 
relation to the basic financial statements taken as a whole. 

 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 
STANDARDS 
In accordance with Government Auditing Standards, we have also issued our report dated 
June 29, 2015 on our consideration of the City’s internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements and other matters.  The purpose of that report is to describe the scope of our testing 
of internal control over financial reporting and compliance and the results of that testing, and not 
to provide an opinion on internal control over financial reporting or on compliance.  That report 
is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the City’s internal control over financial reporting and compliance. 

 
 
JAN M. JUTTE, CPA, CGFM 

ACTING STATE AUDITOR 

OLYMPIA, WA 

 
June 29, 2015  
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FINANCIAL SECTION 
 

City of Seattle 
King County 

January 1, 2014 through December 31, 2014 
 
 
REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2014 

 
BASIC FINANCIAL STATEMENTS 

Statement of Net Position – 2014 
Statement of Activities – 2014 
Balance Sheet – Governmental Funds – 2014 
Statement of Revenues, Expenditures and Changes in Fund Balance – Governmental 

Funds – 2014 
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund 

Balances to the Statement of Activities – 2014 
Statement of Net Position – Proprietary Funds – 2014 
Statement of Revenues, Expenses and Changes in Fund Net Position – Proprietary Funds 

– 2014 
Statement of Cash Flows – Proprietary Funds – 2014 
Statement of Fiduciary Net Position – Fiduciary Funds – 2014 
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Notes to Financial Statements – 2014 

 
REQUIRED SUPPLEMENTARY INFORMATION 

Schedule of Revenues, Expenditures and Changes in Fund Balances – Budget and Actual 
–  General Fund – 2014 

Schedule of Revenues, Expenditures and Changes in Fund Balances – Budget and Actual 
– Transportation Fund – 2014 

Schedule of Revenues, Expenditures and Changes in Fund Balances – Budget and Actual 
–  Low-Income Housing Fund – 2014 

Notes to Required Supplementary Information – 2014  
Pension Plan Information – Schedule of Funding Progress – 2014 
Pension Plan Information – Schedule of Employer Contributions – 2014 
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Schedule of Expenditures of Federal Awards – 2014 
Notes to the Schedule of Expenditures of Federal Awards – 2014 
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 CITY OF SEATTLE 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For the Year Ended December 31, 2014 
 
 
NOTE 1 - BASIS OF ACCOUNTING 

This schedule is prepared on the same basis of accounting as the City's financial statements.  
The City uses the modified accrual basis in its governmental funds and the full accrual basis of 
accounting in its proprietary funds. 

         
NOTE 2 - PROGRAM COST 

The amounts shown as expenditures represent only the federal grant portion of the program 
costs.  Entire program costs, including the City's portion may be more than shown. 

 
NOTE 3 - REVOLVING LOAN - PROGRAM INCOME 

The City has a revolving loan program for low income housing.  Under this federal program, 
repayments to the City are considered program revenues (income) and loans to eligible recipients 
are considered expenditures. 

       
NOTE 4 - FEDERAL LOANS 

City of Seattle participates in the HUD Section 108 loan program.  In the Section 108 loan 
program, HUD obtains funds from private investors at a very low cost (i.e., low interest 
rate).  HUD, in turn provides nationwide including City of Seattle.  The City re-lends the funds to 
private borrowers. 
 
The City has used Section 108 loan funds in combination with proceeds from Federal Brownfields 
Economic Development Initiative (BEDI) grants.  BEDI Grant funds have been applied to 
subsidize interest obligations on the Section 108 loans, provide loan loss reserves on the Section 
108 loans and pay direct project costs.  
 
The City established a $15.5 million Section 108 loan fund with a companion $1.75 million BEDI 
grant to finance six projects, known as 211 First Avenue, the Buttnick Building, the City Loan 
Building, Compass Center, the Cadillac Hotel and Northgate South Commons, LLC.  Proceeds 
from this Section 108/BEDI loan fund were fully disbursed in 2008.     
       
The City also established a $10.0 million Section 108 loan fund with a companion $2.0 million 
BEDI grant to finance four projects, known as 17th and Jackson, the Bush Hotel, Alpha Cine and 
Claremont Apartments. Proceeds from this Section 108/BEDI loan fund were fully disbursed in 
2009. 
  
In 2011, the City established a $10 million Section 108 loan fund and used $3 million of this fund 
to finance the INSCAPE project.  In 2013, the City disbursed an additional $1 million of that loan 
fund to finance what is known as the 12th Avenue Arts Project.      
      
The Bank of New York serves as the City's Custodian, disbursing Section 108 and BEDI funds to 
borrowers, receiving loan repayments from the borrowers, and making the City's loan repayments 
to HUD.  
  

NOTE 5 - GRANTS FROM FEMA, DEPARTMENT OF HOMELAND SECURITY 
The City reports these funds on the SEFA when grant proceeds were received rather than when 
expenditures were incurred due to the nature of project acceptance and reimbursement from the 
federal agency.           

           
NOTE 6 - AMERICAN RECOVERY AND REINVESTMENT ACT (ARRA) 

Expenditures for this program were funded by ARRA.      
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 NOTE 7 – NONCASH AWARDS – FOOD VOUCHERS 
The amount reported for the USDA Senior Farmers Market Nutrition Program includes $53,760 
allocated for food vouchers provided through the Washington Department of Social and Health 
Services.  Distribution of vouchers is overseen by the City’s Aging and Disability Services (ADS) 
Division of the Human Services Department.        
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ABOUT THE STATE AUDITOR’S OFFICE 

The State Auditor's Office is established in the state's Constitution and is part of the executive 
branch of state government. The State Auditor is elected by the citizens of Washington and 
serves four-year terms. 

We work with our audit clients and citizens to achieve our vision of government that works for 
citizens, by helping governments work better, cost less, deliver higher value, and earn greater 
public trust. 

In fulfilling our mission to hold state and local governments accountable for the use of public 
resources, we also hold ourselves accountable by continually improving our audit quality and 
operational efficiency and developing highly engaged and committed employees. 

As an elected agency, the State Auditor's Office has the independence necessary to objectively 
perform audits and investigations. Our audits are designed to comply with professional standards 
as well as to satisfy the requirements of federal, state, and local laws. 

Our audits look at financial information and compliance with state, federal and local laws on the 
part of all local governments, including schools, and all state agencies, including institutions of 
higher education. In addition, we conduct performance audits of state agencies and local 
governments as well as fraud, state whistleblower and citizen hotline investigations.  

The results of our work are widely distributed through a variety of reports, which are available 
on our website and through our free, electronic subscription service.  

We take our role as partners in accountability seriously, and provide training and technical 
assistance to governments, and have an extensive quality assurance program. 

Contact information for the State Auditor’s Office 

Deputy Director for Communications 

 

 

 Thomas Shapley 

Thomas.Shapley@sao.wa.gov 

 (360) 902-0367 

Public Records requests  (360) 725-5617 

Main telephone  (360) 902-0370 

Toll-free Citizen Hotline  (866) 902-3900 

Website www.sao.wa.gov 
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http://www.sao.wa.gov/investigations/Pages/FraudProgram.aspx
http://www.sao.wa.gov/investigations/Pages/Whistleblower.aspx
http://www.sao.wa.gov/investigations/Pages/CitizenHotline.aspx
http://www.sao.wa.gov/Pages/default.aspx
https://portal.sao.wa.gov/saoportal/Login.aspx
mailto:Thomas.Shapley@sao.wa.gov
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